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STATEMENT OF THE ISSUES 


1. Where an employee in charge of a method for the 
bending of pipe, upon leaving his employment files for and 
obtains a patent on his employer's method, and thereafter 
approaches that employer offering a license and expecting 
to be paid for use of the method -- are such facts sufficient 
to give rise to a justiciable controversy under the declaratory 


judgment statutes? 


2. Where a declaratory plaintiff pleads patent invalidity 


by detailing extensive prior use of the claimed invention long 
prior to defendant's filing for a patent thereon and submits 
substantial evidence thereof, including supporting affidavits 
and pictures, may the District Court rely upon an impliedly 
abandoned alternative pleading, alleging non-infringement, to 


render hypothetical and nonjusticiable the controversy in suit? 


3. Is the justiciable nature of a controversy established 


at the time of suit, or may a declaratory-judgment defendant, 


subsequent to being sued, for the first timg disclaim infringe- 


ment and thereby negate jurisdiction? 


STATEMENT OF THE CASE 


The Nature Of The Case 
And The Proceedings Below 


In February, 1973, plaintiff-appellant (hereinafter 
Tubeco or declaratory plaintiff) brought an action for 
declaratory judgment of patent invalidity, non-infringement, 
unfair competition and violations of the Lanham Act. Juris- 
diction was predicated upon 28 U.S.C. 2201 (declaratory-judgment 
Statuten, 29 U.S.C. 1331(a) (federal question statute), 
28 U.S.C. 1338(a) (pendant jurisdiction statute), and 28 U.S.C. 
1225(a) (Lanham Act). 


Defendants denied the material allegations of the 


— 


Complaint and in May, 1973, filed a motion to dismiss Cause 
(patent) for lack of jurisdiction and Cause II (Lanham Act) for 
failure to state a claim upon which reiief could be granted. 
After extensive discovery by both sides of the issue of juris- 
diction, a hearing on the motion was held in October 1974; in 


October 1975 the Honorable Edward R. Neaher filed a Memorandum 


and Order dismissing the Complaint for lack of subject-matter 
jurisdiction and for failure to state a claim under the Lanham 
Act (Memorandum and Order dated October 21, 1975; App. pp. 228, 


et seq.). This appeal was timely filed on November 12, 1975 


(Notice of Appeal; App. p.255). 


STATEMENT OF FACTS 


Background Of Declaratory 
Plaintiff, Tubeco 


For over 25 years prior to the acts complained of, 
declaratory plaintiff Tubeco and its predecessor Carl Pipe 
have been in the pipe-fabrication business, embracing the 
precision bending and the precision joining of large diameter 
steel pipe for industrial users; users such as chemical and 
power companies and refineries. 

The precision bending of large pipe, softened by pre- 
heating, is known as hot-pipe bending, an art form offered by 
relatively few companies in the United State (Wesler Aff., 


July 1973, 14; App. p.45). 


The History Of Defendant 
Crippen's Employment 


In 1954, Henry O. Crippen was hired by Tubeco's pre- 
decessor and was placed in charge of all hot-pipe bending 
operations. He remained in Tubeco's employ for twelve years 
(until January, 1966), gaining intimate knowledge of the 
equipment and processes practiced by Tubeco in its hot-pipí 
bending and fabrication operations (Crippen Aff., May 8, 1973; 
4177 AOD: p:29)- 

Prior to leaving Tubeco, Crippen admittedly made detailed 
studies of the Tuheco methods and processes, taking over fifty 
unauthorized photographs (Crippen Dep. 353-368, 373-375; App. 
pp.160-178). Unbeknown to Tubeco, he also obtained from 


Tubeco's drafting department copies of drawing depicting 


hot-pipe bends m de for particular Tubeco customers (Crippen 


Dep. 236-45; App. pp.120-129). These drawings were later to 
be used by Crippen in the formation and financing of his 
company (PDX 4, App. pp.258, et seq.). 

After leaving Tubeco in 1966, Crippen secretly maintained 
a week-to-week contact with Tubeco employees, updating himself 
constantly on Tubeco developments. At least one of these 
employees continued to provide a source of pictures to Crippen 
(Crippen vep. 382-384; App. pp.179-181). 

In March, 1967, Crippen filed an application for the patent 
in suit, improperly claiming the processes which he had observed 
for years at Tubeco as his own invention. 


Plaintiff-Defendant Dealings Following 
The Filing Of The Patent In Suit 


During the pendency of the patent application, Crippen 
approached Tubeco, suggesting generally, and without providing 
any details, that he had made an invention relevant to pipe 
bending, and inquiring as to Tubeco's interest. Tubeco showed 
no interest in learning the details of the alleged Crippen 
invention. At this point in time, Tubeco had no knowledge that 
Crippen was attempting to patent the Tubeco processes in his own 
name (Wesler Aff. July 1973, 49; App. p.47). 

Sometime later, Crippen obtained the patent and again 
approached Tubeco. Although he did not bring a copy of the 
patent with him, Crippen explained the patented subject matter 


with reference to drawings which he had brought, patent drawings, 


ay ye 


indicating to the Tubeco representatives that he had indeed 
patented the process which had been in use for many years at 
Tubeco (July 1973 Affs. of Wesler, Katz, Green and Webber; 
App. pp. 44-49, 56-62, 51-53, and 54-55). 

The purpose of the meeting was to obtain money for use 
of the patent subject matter (Crippen Dep. 161-163; App. pp. 
115-117; Wesler Aff. July 1973; App. pp.44-49). 

In fact, Mr. Wesler, President of Tubeco, deeply con- 
cerned by the implied threat, said to Crippen, "You are trying 
to sell us our own process", and abruptly left the meeting 
(July 1973 Affs. of Wesler, Katz, Green and Webber; App. PI 
44-49, 56-62, 51-53, and 54-55). 

Subsequently, Tubeco obtained a copy of the patent, 
examined it and concluded that the patent claims indeed covered 
processes that Tubeco had used for many years, and indeed 
embraced that which Crippen himself had observed while at 
Tubeco. Under those circumstances, Tubeco viewed Crippen's 
request for payment as a tacit demand for blackmail, as there 
waz no doubt that the patent covered the past and current 
processes at Tubeco (July 1973 Affs. of Wesler and Katz; 

App. pp.44-49 and 56-62). 

On June 3, 1971, Tubeco wrote Crippen stating that it 
considered the patent invalid as Crippen obviously was not the 
inventor and that Tubeco would continue to use all of the pro- 
cesses which it has been using for many years. The letter called 


for no response from Crippen and none was forthcoming (PDX 18; 


App. p.357). 


Although at this time Tubeco could have brought suit 


for declaratory judgment of patent invalidity, it chose not 


to. It believed its rejection of Crippen's proposition 
oncluded the matter with finality (Wesler, Dep. 367; App. 
p.201) The matter, however, was not concluded as Crippen 


now pursuea an alternative course. 


Tubeco's Apprehension Grew With 
Crippen's Broad Patent Use 


vE SEES —— 

Relying heavily upon his patent, and on the basis of his 
prior experience, Crippen formed the defendant corporation and 
raised over one million dollars from banks seeking to fund 
minority capital ventures. The corporatior, now well funded, 
began to promote the "Crippen" patent, and the proposed facilit 
for incorporating it (PDX 4 through 9; App. pp.258-354). Most 
importantly, the entire industry serviced by Tubeco was advised 
of the Crippen patent (Crippen Dep. 17-19, 28-38, 201, 250, 308-9, 
328-9; App. pp.87-102, 119, 130, 138-9, 151-2. Also, Exhibits 
PDX 4 through 9, App. pp. 258-354; PDA 28, App. p.358; PDX 23, 
App. p.376; PDX 30, App. p.455) 

Personal presentations were made and accompanied by the 
showing of slides which, unbeknownst to the viewers, were photo- 


jraphs of Tubeco eguipment taken without Tubeco's knowledae or 


permission (Crippen Dep. 328, 332, 336, 349, 354-6, 362, 365, 


5; App. pp-151, 153, 157, 158, 161-3, 169, 172, 176-8). 
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Crippen's widely disseminated confidential report 


(PDX 5; App. pp.271-350, especially p.275) stated that all of 
the components and concepts embodied in the patented proces 
had been tested and performed on full size equipment; lef * 


unsaid was that the Crippen-patented process had been teste 


and performed on Tubeco's equipment (Crippen Dep. 303-305; 


App. pp.135-137). 

Crippen sought and obtained several interviews with 
trade papers, resulting in widely disseminated articles, all 
of which highlighted "his" patent as repre ting a signifi 
improvement over any equipment or method currently i se in 
industry (PDX 2 and 10; App. p.256 and p.355). 

Numerous Tubeco customers were visited and shown a copy 
of the "Crippen" patent, as well as samples of bends capable 
being produced by the "new invention" (Stipulation and Order 
executed January 7, 1974; App. pp.83-84). Those bends samples 
were taken from Tubeco drawings xeroxed on Crippen letterhead 
(Crippen Dep. 241; App. p.125). 

The effect of these activities slowly began to filter 
back to Tubeco*. Tubeco became increasingly apprehensive o 
Crippen's use of his ill-gotten patent to "persuade" Tubeco's 
customers to purchase equipment from his company. The implied 


alternative was suit for infringement. 


i Crippen's representations to the trade became more 
and more exaggerated and many were admittedly false. 


l. The American Metal Market article (PDX 10; App. 
p.355), dated on or about February 15, 1973, credited 
Crippen with setting up a shop for a New York firm and 
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In a letter dated January 17, 1973 (App. P- 1. anne 
n 3 ) 
t the Complaint, App. pp.4-11, Tubeco advise i Cripper 
(a It considered the displa f the patent ! 
> pen to prospective customers wrongrul 
b) It was mindful f the f E t nd 
have been left with istomers that Tubeco wa 1 
infringer of the patent 
(c) The patent fraudulently covered a proce 
which had been in use at Theco even pr r t 1 ; 
employment. 
Tubeco's letter sought a disclaimer of the patent forthwit 
and a response within tw eek Whe rest e wa fort 
oming after an additional two-week waiti! eriod, thi 
wa instituted. 
Comparison Between I 
. A t4 ~ ' . + < 
Patent A Tubeco ceaure 
The broadest claim in the Crippen patent 1 l , 
which provides as follows (U.S. Patent je 3,456,468, A 
r A 
pp. 323-332): 
“Lis sen ethod of bending large pipé f at 
" 3 
least 6" diameter whic somprises: 
heating the pipe t the bending temperature, 
anchoring one end of the pipe and 
bending the pipe in a horizontal plane the 
les ired number of degree 
around the curvature race of 2 continuou irce 
forming die which at the bending point end 


approximately 180° around the pipe circumference 


and 


the radius of the arc 1 equal t the radiu f 
the bend to be made and is spaced from the bend 
floor." 

a 0 


Every single word, element, phrase and line in this 


claim was part of Tubeco's regular commercial practices for 


the preceding ten years (Crippen Dep. 309-316, App- pp.139-146; 


Katz Aff. July 1973, 117 to 12, App. pp.59-62; referencing a 


photograph of Tubeco's ap] atus, PDX 12, 12A, App. P. 
Crippen Dep. 93, 125; App. pp. 110, 111; Hopgood Aff. 
44, App. pp-66-67). 


The Decision Below Was Predicated 
Upon Inaccurate Premises 


The Courc below analyzed the foregoing facts but reasoned 


that Tubeco had made certain concessions and abandoned certain 


postures duxing its conduct of the litigation, foreclosing 


subject-matter jurisdiction to the Federal Court. In particular, 


the Court found: 


(a) That Tubeco had abandoned its allegation that 
it was threatened either expressly or by implication; 


(b) That Tubeco conceded that it did not infringe 


Crippen's patent; and 


(c) That Tubeco conceded that apprehension of 
infringement suits against customers provided no basis 
for the bringing of this declaratory judgment action. 


In the argument which follows, we shall show that the 


foregoing premises relied upon by the Court were incorrect, 


and that the Court totally misconstrued the pleadings in this 


case. 
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ARGUMENT 
Tubeco Made No Concession Of 


Non-Infringement Of The Crippen 
Patent 


E E 

The Court below states: 

"Tubeco alleges that neither it nor its customers 
infringe the Crippen patent and Crippen agrees that 
Tubeco's present processing methods and equipment do 
not infringe the patent. The asserted patent contro- 
versy is wholly hypothetical and speculative anä not 
justiciable." (Memorandum and Order dated October 21, 
1975, pp. 1718; App. pp. 228-254) 

It is only in the Complaint that Tubeco alleged non- 
infringement. This allegation of non-infringement may be found 
in most every declaratory judgment patent complaint and is 
included to give the plaintiff sufficient pleading breadth to 
prove non-infringement if the facts so indicate*. Moreover, 
the Complaint also alleges patent invalidity and it is axiomatic 


that invalid patent cannot be infringed irrespective of the 


identity of the patented and accused devices. 


———5ð —— 


s FRCP Rule 8(3) (2) provides: 


"A party may set forth two or more statements 
of a claim or defense alternatively or hypothetically, 
either in one count or defense or in separate counts 
or defenses. When two or more statements are made in 
the alternative and one of them if made independently 
would be sufficient, the pleading is not made insufficient 
by the insufficiency of one or more of the alternative 
statements. A party May also state as many separate 
claims or defenses as he has regardless of consistency 
and whether based on legal, equitable, or maritime 
grounds..." 


-ll- 


Paragraph 5 of the Complaint (App. pp.6-7) paraphrases 
claims 11 and 12 of the Crippen patent (in parsed form) identi- 
fying each element as part of an established Tubeco process 
(Complaint, App. pp-4-11). Indeed, throughout the course of 


a $ e 
LLeG; in 


this litigation, in every memorandum every affidavit 
submitted, and in every word spoken, it is asserted that Tubeco 
process comes within the scope of the Crippen patent. 

Thus, the initial premise by the Court that Tubeco alleges 
non-infringement is literally correct, but only because Tubeco 
does not. believe the patent 1s valid; that is a far cry, however, 
from alleging the absence of a justiciable controversy. 
controversy is real and extant, and will persist so long as 
Crippen has a patent which dominates the process used by Tubeco. 
Throughout The Cowse Of This Litigation, 


Tubeco Had Adamantly Maintained That Both 


It And Its Customers Were Impliedly 


Threatened 


The Court below states: 


"Tubeco has abandoned its origin 1llegations tha 
Crippen directly or indirectly, expressly or impli 

„ threatened Tubeco..." (Memorandum and Order dated 
October 21, 1975, p. 9; App. p. 236) 


In support, the Court relies inter alia upon a stipulation 
entered into between the parties, but the Court apparel! tly faili 
to consider the last line of that stipulation. 

From the outset of this suit, plaintiff has consistently 


postulated that when an employee (of plaintiff) with intimate 


knowledge of his employer's processes obtains a patent on such 


processes and then seeks payment for their use, plaintiff has 
been subjected to a threat by innuendo so real that no express 
wor's are necessary“. 


In order to avoid inconvenience to Its cust 


Eo j 1 I j 
plaintiff stipulated that it would: 
Wiest. VELI allege bet I 
plaintiff an rs as evidenci í i Er” 
apprehension tion and Order ecuted 
January 7, 18 p. 838-84). 
Believing that jus ticiability“ existed in abundar : 


plaintiff, for purposes of this motion, chose t -ely on it 
own independent apprehensions and on the inferences that would 
flow from the fact of Crippen having shown his patent i Tubeco' 
customers. 

Thus, at plaintiff's insistence, a final ciausi 
included in the Stipulation, reading as follow 


* a | x 7.7 7 4 y 4 t y 
.. . provided, however, iat nothing he} 


r 
be deemed to controvert ti fact that defi 
did visit or call up \umerous potential 


some of whom were k defenda! o be ] 
of Tubeco, advising h £ the Cr 1 pat ta 
formation of defendant C Pipe ' 


seeking orders for business. (Stipulation and Ord 
executed by counsel on January 7, 1% 


The Test Of Declaratory Judgment Jurisdiction 
In Patents, Like Any Other Federal Question, 

Requires Only Concrete Cont 
Parties Of Adverse ] 


0 


rersy Be twee 


As stated by the Supreme Court: N 
u. . . Basically, the question in each case 2 whether 

the facts alleged, under all the circumstances, show 
that there is a substantial controversy, between parties 
having adverse legal interests, of sufficient mmediacy 


= See Plaintiff's ( j I 
Motion To Dismiss dated Sept. lJ, 1973, De II, App- Pus 


and reality to warrant the issuance of a declaratory 
judgment." Maryland Casualty Co. v. Pacific Coal & 


7 


Oil co., 312 U.S. 270, 273 (1941). 
Adopting the Supreme Court's approach, this Circuit 


m 


universally rejected the requirement that the declaratory 


plaintiff in a patent suit be charged, accused or threate! 


w 
4 


v 


The import of what is or done is judgment in light o 


parties' relationships. The distinction between concrete 


versies which are justiciable and abstract or academic on 


are not, is one of degree, requring the facts to be explore 


case-by-case basis. Muller v. 


404 F. 2d 301, 504 (2 Cir. 1968) 


as 


Hro- 


ee SLS 


. 
1 * 
1 * 
l 


General Electric Company, 291 F.Supp.217 (S.D. N.Y. 1968) 
Gas Lighter Assoc v. Ron Corp., 257 F. Sup! 19 (Dei N: 
In a most extensive case law analysis of this r 
requirements for "Susticiability", Judge Bauman, in Bless 
Corporation v. Gustave Altman, 373 F.Supp.802, 806 
concludes that: 
"Any lingering possibility of an infringement arge 
is sufficient to support the finding of an actual 
controversy..." 


There can, we submit, be no doubt of the existence of a lingeri 


possibility of an infringement charge here. 


Professor Moore in his treatise, Moore's Federal I 


Volume 6A, §57.20, expresses the philosophy of justiciability 


which precisely encompasses the Situation here 


... where the patent by its terms includes the 


activities of the plaintiff, it can hardly be 
said that there are no adverse parties with 
adverse legal interests. If plaintiff asserts 


the invalidity of the patent, a 'controversy' 

exists between the parties. Patentee's act in 

taking out the patent has crystallized his position. 
His interest is clear and direct, and it is completely 
opposed to that of the plaintiff. Similarly, where ( 
the patent by its terms raises a reasonable doubt as 

to whether or not plaintiff's activities c 

an infringement, then there is a ‘controversy’. Ther 

is hence no constitutional ob 
ance of the action. to den; 
is present is to ignore t 
{citing this Circuit] ." 
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When first approached with the patent, plaintiff had r 
reason to be apprehensive; ins as it knew, Crippen had been 
substantially rebuffed, and plaintiff's customers remained 


uninvolved and uninformed. 


ry 
) 

— 

— 


Within two years, however, tne picture changed 


Crippen was now totally reliant upon the patent, both in his 


on 
N 


financing and approach to 


4 42184 uy 2 3 y * ~~ + 71171 1 $ 
industry, ana ın patr 1cuial CO 


Tubeco's customers. 


As was stated in Lances v. Letz, 115 F.2d 916 2 2 
1940) at p: 17 
"But there certainly was nothing in the situation, 


so far as the plaintiffs knew or were informed, to 
make unreasonable a conclusion on their part that 
[the patentee] was lying in ambush to use [its] 
: claim of patent infringement when it would be most 
| damaging." 


touchstone (as opined by the Court below citing Japa! 


Assoc. v. Ronson Corp., supra.) 


If "reasonable apprehension" indeed be this Circuit's 


more than sufficient grounds to be reasonably apprehensive. 


Before bringing suit, however, plaintiff chose to make 
its allegations known directly to Crippen to permit a disclaimer. 


On January 17, 1973, it wrote such a letter seeking a response 


(App. p.12), copy annexed to the Complaint. Def: ant che t 
i ignore the letter (Crippen, Dep. p.60; App. jJ. L06). After 
€E, * 2 aa m 
further period of time permitting a response, this suit was 
commenced. 
é 
¢ 2 ' = 17 T) ls me — „ smor 
Defendants’ Post-Suit D1S« 11 r of Infringement 
* t a s 
Is Ineffective To Negat Jurisdiction 
ley £ AMMaNnCEeMerYT A$ 2113 EFF y Cae 41 
Only after commencement ot suit did Crippen for tne 
= 
32728 +4moa mere ec 11282 na } á £ 1 ne aah ' 
first time suggest, allege, ana then finally assert Tul 
non-infringement of the patent. But Tubeco a idee ifringe, 
and this attempt at concession 1s preci what tn Declarator 
Ane 1 r m r te 1388 2 ote das 
Judgment statues seek tC obviate ind is a legallyineffect 
, maneuver to avoid facing that which the conduct plainly invited. 
7 
As stated in E. J. Brooks Co. V. Stoffel Seals Corpora ion, 
„ Garn S83 59 3 I N . 5 -ey n othe f 1 € 
F. Su] > 11 9 „D. . F che! ro 18, á 
` F28 Sii: 
" g€ * nė — + 4 d- g + £ 
Defenda! nne create tuation of stu 
* ontrover which give the Court urisdicti 
‘ 
q — h Me slays * T Irr 2148 ~ r q } 7 
under the De la rato ry udqments Act and then, 
after the commence! of suit, come nto Court 
‘ and seek to avoid jurisdiction of the Court 
by belated concessi that there was no infringe- 
ir y ~ * " 
ment lciting CcCasesj. 
t Or as stated by Judge Kaufman in Rhode Phal aL CO, nc. 
vw n Corr ~ = an 91 P Giinr 8 8980 fm g I r 1984 ° 
à 1 Corporation, 1 F. Supp. 8 /, 88-9 (8. D. N. X. 1950: 
N f wr + c a i dont +-} +- } — Ae Hi 
any 1 18 vident tha lere 1 a substantial 
controversy here. Defendant has by insinuation 
and innuendo threatenea plaintiff and its customers 
y 
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with patent infringement suits; thereby the 

plaintiff, it is alleged, has lost and continues 

to lose business. The def dant apparently 

that it can avoid a Court st of the validity of 

its patent, and the claim as to its scope made to thi 

trade, by withholding formal m infringement 

This is not the law. Even a per 

engage in conduct which a patentee has generally 
n 


y be 1 Leve 


son who is about te 


indicated would constitute an fringement may br 
J mur sArman a+ 22 hater he ~ >] mart | 
a declaratory judgment action before he is damaged 
\ 
m} 1188 1 . } 1 etr ` 2 h * 
The udament of the District Court should be r rsed, 
and the i remanded ra trial on the merits of the cl 
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STATE OF NEW YORK ) 
: SS 
COUNTY OF NEW YORK ) 


ROBERT BAILEY, being duly sworn, deposes and says, that deponent is not 4 
party to the action, is over 18 years of age and resides at 286 Richmond Avenue, Staten 
island, N.Y. 10302. That on the © day of _ May 
1976 deponent served the within. Brief upon: 


Morgan, Finnegan, Pine, Foley & Lee, Esqs. 


attorney (s) fur 
Appel lee 


in this action, at 
345 Park Avenue, NYC 


the address(es) designated by said attorney(s) for that purpose by depositing 3 true copies 
of same enclosed in a postpaid properly addressed wrapper, in en official depository under 
the exclusive care and custody of the United States past office department within the State 


of New York. 
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Robert Bailey 
Sworn to before me, this 6 
88 ORE AIEEE, 197_°©. 


WILLIAM BAILEY 
Notary Public, Stat e of New York 
No. 43-0132945 
Qualified in Richmond County 
Commission Expires March 30, 1970 7 


